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Management accounting practice (MAP) has been the subject of debate by 
researchers and practitioners for years. MAP relevance and diffusion issues 
have been the center of the debate. This study aims to contribute in this field of 
knowledge. Based on the contingency theory, this study attempts to uncover a 
number of contingent factors that might explain MAP variation between firms 
and industries. Furthermore, it seeks to examine the impact of various levels of 
MAP advancement on organizational performance. In pursuit of this objective, 
this study contributes to management accounting research by explaining how 
MAP interacts with other organizational activities to influence financial and 
non-financial performance. Data was collected through a questionnaire survey 
that was sent to 430 firms in Yemen operating in several economic sectors such 
as manufacturing, natural resources extraction, banking, services and others. 
The usable questionnaires received and used in the data analysis were 158, 
indicating a response rate of 37%. The structural equation modeling, in addition 
to other statistical tests were used for data analysis. The International Federation 
of Accountants (IFAC) framework for the management accounting stages of 
evolution was employed to classify the level of MAP advancement. The results 
of this study showed that competition level, structure type (level of delegation), 
ownership of firms, industry type, and CFO education level, significantly explain 
the variation of the levels of MAP advancement between firms in Yemen. The 
results also indicated an insignificant influence of the size of firm on MAP. A 
higher degree of competition, more delegation, foreign ownership, and highly 
educated CFOs proved to cause firms to adopt more sophisticated MAP. The 
industry type also plays a significant role in the determination of the level of 
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MAP advancement. Interestingly, the financial and banking sector, followed 
by the natural resources extracting firms, demonstrated a higher level of MAP 
advancement compared to other economic sectors. Furthermore, the results 
provide evidence on the positive impact of advanced MAP on both financial 
and non-financial performance. It was evident that management control system 
effectiveness mediates the relationship between the level of MAP advancement 
and both financial and non-financial performance. Moreover, decision-making 
supportiveness, which was developed through this study for the first time, 
mediates the relationship between the level of MAP advancement and financial 
performance. The positive effect of advanced MAP on management control 
system effectiveness and decision-making supportiveness and subsequently 
their positive effect on organizational performance, are the mechanisms 
that provide obvious explanations of how MAP influences organizational 
performance. Finally, results from this study provide explicit evidence for 
the interaction between MAP and Levers of Control (LOC), namely: beliefs, 
boundary, diagnostic, and interactive systems in their impact on financial and 
non-financial performance. Results showed that advanced MAP reinforces 
the effect of the levers of control systems on financial and non-financial 
performance. These results thus improve our understanding of why some firms 
invest in upgrading their management accounting systems and target the best 
practice, while others tend to keep using the traditional management accounting 
tools. In addition, these results confirm the relevance of advanced management 
accounting techniques and assist in recognizing the way advanced MAP could 
improve organizational performance.
FACULTY OF
ACCOUNTANCY
54 Name  :  NORAZLINA BINTI ILIAS 
Title  :  MANAGEMENT CONTROL SYSTEMS AND PERFORMANCE: EVIDENCE   
  FROM MALAYSIAN LOCAL AUTHORITIES
Supervisor  :   ASSOC. PROF. DR. NIK KAMARUZAMAN HJ ABDUL LATIF (MS)
    PROF. DR. NAFSIAH MOHAMED (CS)
The purpose of this study was to investigate the structural relationship 
between organizational culture, management control systems (MCSs) and 
the performance of Malaysian local authorities. This study was motivated 
by the inconsistent findings concerning the relationship between the control 
system and performance that appeared in the current literature, as well as 
the personal observations of the researcher. Due to the inconsistencies in the 
findings, several studies suggest that future researchers investigate MCSs 
as a tool to improve the performance of organizations. Therefore, this study 
integrated the organizational culture and MCSs literature by investigating the 
control systems variable, as control systems have been widely discussed in 
management accounting literature as an important variable for the purpose of 
achieving organizational objectives. In this study, three dimensions of MCSs 
have been identified: external control, internal formal control, and internal 
informal control. The performance of the local authorities under study was 
measured using three dimensions of performance: financial, service quality, 
and procedural. A questionnaire-based survey was carried out to seek responses 
from 449 departments attached to the local authorities within Peninsular 
Malaysia. Out of the 449 questionnaires distributed, 367 were returned, 
which resulted in 335 usable responses that were used for further analysis. 
This study performed two phases of data analyses: preliminary analysis and 
structural equation modeling (SEM) analysis. The preliminary data analysis 
was performed using the statistical procedures of SPSS version 19.0, while 
SEM analysis was performed using AMOS 18.0. The findings of the study 
showed that the organizational culture significantly affects the internal formal 
control, internal informal control, financial performance, service quality 
performance, and procedural performance. The results also revealed that 
the external control and internal formal control were significantly associated 
with all three performance dimensions, as expected. However, the internal 
informal control only had a direct relationship with the service quality 
performance, and did not have a significant relationship with the financial 
performance and procedural performance. Additionally, external control was 
also found to be significantly related to the internal formal control. This study 
also reported that the external control, through the presence of the internal 
formal control, had a stronger relationship with the financial performance, 
service quality performance, and procedural performance, as compared to 
the direct relationship between the external control and performance. The 
relationships between organizational culture and service quality performance 
and procedural performance, through the internal formal control and the 
internal informal control were also reported to be significant. Therefore, 
this study supported the premise of the contingency theory, which holds 
that organizational culture can influence the practices of internal control 
systems, and, eventually affects the organizational performance. The results 
also generally support the hypothesis that internal formal control and internal 
informal control serve as important mediators in the relationship between 
organizational culture and performance, as well as between external control 
and performance.  
